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What Actions Should the FCC
Undertake?

• The FCC should undertake to stay the coune u proposed in the 25/75
split. in other words, a smaller fund will best (note: even 25175 tuDd is
larpr thin current support levels - Sl.1B to S2.SB hued BCPM model
calculation using the FCC "common inputs")

- incant state action to rebalance rat. structures (rational cost based
rates)

- inceftt state action to investilatl afforciability after rebalancina
focus explicit support to b.aD4te hiiblY tlrJeted needs only

These three minas will, in tum, accelerate the development of
facilities based competition for residential customers by pro\lidinl
the proper economic incentives tor invtsanent

• Fund.inl should commence 111/99 for non-rurals only
•. • FUDdinl bais should remain intemate only

• FCC. in COa.junctioD with state commissions should monitor the non-rural
fuDCl for 12-11 months followinl introduction to evaluate state actions, the
n" tor super benchmark support, and to evaluate the costlbenefit of such
suppoIt tlowl
Duriq the 12-1amonth period, the FCC should undertake to
define/develop a mocWied plan to appropriately and specifically W'let
"super" beftchmark ne.ds in conjunction with state actioD
Deal with rural. in lipt of lessons leamec1 from the non-1'W'a1 introduction
at a later date - in the interim, current interswe hilh cost support levels
should be maintained (without offsetting reductions to their access
charges)
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Amerit!ch Statement on FederalHi&b Co.t Puncl

rn reviewinl thI thoul1\ts of the COZNNr\ton who Mve enppc1 in tM debate
rlprcllng the Slz' anel meclwUa of th, FedenJ Hish COSt PW'\Cl, 01'\' is struck with the
diversity of views and proposed solutiON. Uttll, if at\Y, C:0D\D'\0t\ ground is prestJ'\t
upon which onl might begin to build a COnSINUI.

GMerNb' "beet fum the Uvea0.),. Baa bsc:

• Any shoWing of enhanced Of special need to justify the often clnmatic increues in
support from the flcienl arena

• Arty showing or rational. as to how increueclsupport advances the soil of vibrant
local competition

• A pubUc polley ratiONle mc11inQp
• Empirical evidence that even the c:u:reI\t level of support is necesscy or wan-at\ted.
• CaI'/'Univcsal stata cOINNIsiol\ COt:IUNtII\fI\t to work tmrutatl TJSP~CioN so

II U) help recluce Meting demands/prlllW"tl, mel to help evalu.ate cost! beMfit
effectiveneM of I:Uftll\t support flows

It if.~IWthat "clera1.l1i1bCa.t~ it IsUlMld.D1th &s
B'*'balltjoN:.

• 'Nhat High Cost fuM size is appropriate?
• How should altaNtive proposala be evaluated?
• What are the implicatiON 100Itati juriscI1d:iON?
• ~t ActiON should the Pee unclctUe?

Whu Hilla CoB l!IH 'iM I, ApapriAtI?

• OM wNcl\ belt alipwith pub11c policy principles in tNt it best replica_ WstU\g
levels of support, the existing stat.1 fecical partMnhip whil. irtcenti:nl state USP
reform

- OM which belt prtMrVtS USP by miNmizinl camer, and u.set ~c:l societal support
burdeN

• One which 'best lncer\ts competition - ecOl\Omially rationale fates, U\d miNzNl
intercompany support tlcrws

- One which IXWdINas end user blN!fits by fotteri.nl market drivCl rata, minimal
support burdlN and proper econoll\iC sipls for ptoc!UCti and services as well as
ad.t1iuonal residential market entry and. investment
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• De£inition grounded in soW'\d public polley principles such u thOM olfctd by the
QWrman on J=ebruazy 9

• Amount of di$ruption of the £edenllsta. plZ1:M:Sl'Up - COZ'lP5 cUd not intend
SectiOl\ 2S4 to clw\se the cu:rent bal..l.N:e of usr obUpt:icn

• How well propotll &liP'S with tur.d. purpose to preserve and ad.vance t:5F
- Amount 01 regulatory intrusion into the tmerpg competitive marketplace

Expewon of current federal support leveJs is ptezNturt abient state KtLOZ\ to refonn
intraltlte support flows aM a demoNtrat1on that Nch reform willleacl to wWforclable
rates. subscribership 1000.,te. - states must UZ\dertake rate rebmndnl and
a.tfordabUity stud.ies

Wba.t ActION Sho»hl!hl FCC Unc!!ltM!!

· The PCC shoulcl lJNlcuke to stay the COW'M U propollCl in t:M 25/'75 spUt. in
otlw wow, a smaIl. fund will best (not Will 25/75 Nnd. illarpr than current
support levels - S1.7B to 52.SB hued BaM model e&1cuIaticn uDc the PCC
~common inJNtsAlO

)

• incct state action to rebalance ratl SU"UCtUreS (radcma1 cost hued rates)
• incent state action to inv..tipte aifordabUity afW rebalaftdns
• focus explicit support to handle hiaNy -Ieted ntedl only

TheM three thir\p will, in tQm, accelerate tN c!evelaprMftt of £aci1itia basI<!
competition for residlftt'ial c:wtomm by providJftc the proper economic
incel'Ltives lor !nV.t:lMnt

• Fund.in, should colftl'MN:e 1/1/99 for non-nuala only
· ru.ndil\l" shcN1d remain intestate only

PCe, inconjunction with state c:ouunislioN should mOftitor the non-ru:al fUN1 for
12-18 moab fonowing introciuction to evaluate state actiOnl, the f\MCl for super
benc.hmark support, and to evaluate the cott/bmefit of such support flows

- OW'i:\g the 12-18 month period, the FCC should undatake to d../ dtvelop &

modiSed plan to appropriattly a.nd specifically tupt "'super'" benchmark naecU in
conjunction with state action

• Deal with:urals i:\ lisht of leseons leamecl frOIft the non-rural introduction at i latif
dati - 1%\ the interim. current intustatl high cost support leve. should. be
mainWned (without offsettinl reductiON to their ICCeII cN:ges)



Suu M. Baldwta. a Vice President for Economics and Technology. Lee. (ETt). has
worted niDICICIly~ in public policy. thirteen of which have been in telccomIDu.rticatioas. She
is al1 expert in~ telecommunications areas inc1uc1iAl wUvenal service, cost proxy models.
numbcriDI i.ssUa. alf.emative relUlatioD. network modernization, local excbanae COmpetitioD,
cost mcthodolOlY, .1IIl rue desilD· (En specializes in telecolJUD1lDic:arioftS ecODCmicS.
regulation. and pubUc policy.) Ms. Baldwin bas panicit*ld in num~ swe aDd federal
telecommunications policy procecdincs. has testified as an cxpen wiUIISS before state reJUJatory
commissloDS. aDd ha.s served as an advisor to several stara rqu1arory commiuioDS and consumer
advocates. Ms. Baldwin served four yean as the Director of the Telecommunications Division
for the MUSKhuseas~nl of Public Utilities. wberc sbe aclviMci aDd clrafted decisions
for the CommissiOD ill numerous proceediDIs UId directed a staff of aiDe. In additioQ. ~5.

Baldwin bas worDd wida local. stare, IDd feden! otftciall all eDItS)'. CIlviroDlDCNal. buc1let.
aad welfare issua. [Murer of Public Policy. Harvard UniversitY's 101m F. Karmecly School of
Oov.r~ Blcbelor of AnI. Mathematics and Enclish. Wellesley Collese, nomiDee, Rhodes

Scholar.]



IUe:trl'IVW StnalAaY or TId wuna COIGftnfICATIONS
aOUINCS INC. COlDCIHTs RSG.U.DING TJ1fIvwaSAL sa.VIca
~CDCLOGY, CC OOCXZT NOS. 96-~5, 97-160, OA 98-715

~hereve~ poSsible, ~he FCC should avoid subsidizing =aees in
:".J.ral, insular and high cost areas ''''here cost -based rates are
afforda.l:lle. This policy approach comports ''''ieh Section 254(b) (1)
and sound policy. ~ealeh eransfers ~o consumers with relatively
~:gh :~c=mes advance absolutely no identifiable social goal.

In a paper submitted in this proceeding, "Defining the
~niversal Service 'A!fordability' Requirement: A Proposal for
Considering Community Income As a Factor in Universal Se~'ice

Support" ('I ETI Study"), Economics and Technology, Inc. (" ETI")
quantifies the harm in not recognizing that consumers in the top
30 percent income bracket can easily afford cost-based rates.
The ETI Study analyzes average income by census block group
('ICSG") in conjunction with cost model results to determine
universal service funding requirements in high-cost, high-income
areas. It demonstrates that approximately 20-30t of the high
cost universal service fund could be eliminated if support were
limited to households with incomes below the 70th income
percentile. This could result in up to $4.5 billion in savings
nationally.

Thus, the FCC should work toward eliminating federal
universal serJice funding for csas with average median incomes
above an appropriate thre.hold, for example the 70th percentile.
The elimination of the.e suesidies will of cours. result in lower
compensation for the carrier serving the.e high-cost areas. In
~any state., incumbent LIC. do not have the fl.xibility to raise
rates to account for the elimination of the fed.ral subsidy. A
state could respond to this problem .ith.r by gradually phasing
in cost-based rates to avoid rat. shock (th. pref.rred outcome)
or by increasing the state subsidy to make up for the loss of
federal funds. In any ev.nt, the deci.ion to subsidize high
income areas should b. mad. by and paid for by the states. In
addition, as the ITt Study acknowledge., certain con.umers in a
particular high income CBG may not have the ability to pay cost
based local telephone rat•• without serious difficulty.
Accordingly, wh.r. a stat. has tran.itioned to cost-based rates,
it may be n.c••••ry to e.taDlish a "safety net" for those
consumers. rinally, the FCC should consider establishing a cost
based loc.l ••rvice "cap" beyond which all costs would be
su~sidiz~ at the fed.ral level, so as to avoid any consumer
shouldering an extraordinarily burdensome monthly local telephone
bill.
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JoeiS. StlWrnan
..

Senior AdYiIot • M.in_ Public Utiliti.. Commission

Staff of SO-2M (Separations) Joint Board

• L.~ Comment.,. for the "Rural Statu Group" in the § 2~ Unive,.al Service
Joint Bo.rd Oodcet

• Leader of the RegulatOry Methodoloe_ laue Group of the NAAUC Staff
SubcommittM on Communications

• Formally Gen Counsel of Maine Public AdvOCllte

• Wortced for 10 y as a Telecommunications Attorney with
w.t Vlrgini. Public Service Commission .

• Sachelora e.gree from Carnegie Mellon University· 1970
Pfttlburgh. Pennlytvania

• Law eeeree from West Virgin. U"~ity • 1975
Morgan.town. West Virginia

Hoboi..: relecomm History
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Biclnptuc:a! I.nfcrmation on Peter Bluhm
~ay 28, 1998

pet.i Blubm holds a law ~lJ'ee from AlblDY Law School mel a Muter of ~lic
AdministtaCOIl !rom S.U.N.Y. at Albany. For twemy yean Peter bas lived ill Vermont
ancl has worked for Vermont state lovermnem. For ten years he served. as LeliJlauve
Draftsman and Committee Counsel to the Vermont LcIi.s1alUre. He also bas worked as
Vermom Assistant Anorney Oet1Cral for * Oepanmeat of Mental Health. Geaeral
COUDSel to the Vennom State Board of Education. and as VermaDl Deputy SecretarY of
Ad.miDisUatioD.

Cunendy Peter is employed as Director of Reewacory Policy al the Vermont
Public Service Board where he directs the Boarc1's ieplaUve proaram m1 is the bead of
the Board's Telecommumcauoas Team. He also ServiS u a beIriD.I offtcer 00 cases
from a variety of incWsU'ies ancl is responsible for oveneeiq VmDDDl' S UmverS&!
Service Fund for telccommwUQuoQS.

Peter is also the ImJneciiate Put-Presidellt of the VermDm School Boards
ASIOCiaaoD.
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WARRE~ L. WE~L~G

~r. Wendling has been a member of the Slaff of the Colorado Public Utilities

Commission for 16 years and now serves in the capacity of the Supervising Professional

Engineer. Mr. Wendling received his Bachelor of Science Degree in Electrical Engineering,

Masters of Electrical Engineering, and Master of Business Administration from the tJniverslty

of Colorado. Boulder. He is a registered Professional Engineer in the Slate of Colorado.

Mr. Wendling has testified on numerous occasions before the Colorado Commission and

Colorado State Couits as an expen witness. His testimony has addressed utility operating

practices. and engineering issues, includinl outside plant consauction. Since 1983, he has been

involved primarily in telecommunications ma~rs brought before the Colorado Commission.

His work includes perfonninl and advocatinl cost-of-service studies for telecommunications

services.

Since 1990.. Mr. Wendliq bas served as the lead Staff member in designing, advising

and administering the Colorado Hip Cost FUDd.

E: \WWVlTA. IIIItM



Glenn Brown

Washiftgtoft, D.C. 0lfic,

US WEST, Inc.

Glenn Brown is presently Executive Director - Public Policy for U S WEST, Inc.
in Washington, D.C. He began his career with Mountain Bell in 1971 in the
Engineering Department, and in 19'(3 moved to the Rates and Tariffs
organizations where he held a varietY of assipu:nents related to the pricing,
costing and resulation of telecolNl\unic:atioN services. Mr. Brown has
presented testimony in over fifty state and federal commission proceedings on
the pricing of a wide variety of telecommunication services. In 1985 Mr. Brown
founded the first marketing organiution within Mountain Bell focused on
Interexchange Camer CUllom... In 1990 he returned to the Public Policy
organization where he wu resporwible for managing the federal Regulatory
staff. In 1993 he relocated to WasNnpm, D.C. where he is responsible for
managing a variety of pubUc policy issues related to the introduction of local
exchange competition and the preservation of universal service. Mr. Brown is
active within the United States Telephone A.ssodation where he has served as
Vice-- Chairman of the Regulatory Policy Committee.

\tr. Brown has a Bachelor of Science degree in Incbutnal Engineering from
Lehigh University and a Master of Business Administration degree for the
eniversity of Colorado.



"INTERSTATE IDGH COST AFFORDABILITY PLA.~"
A P"opo.aJ by U S WEST

.\prU 21, 1991

Th. tnt~Hip COlt Aff'ordability Plan (IHCAP) is bema proposed by t,; s WP..5T to
aslure the availability of at'fordabl. buic telephone service and n.etwork ICtal to &11
.\mericmJ, particularly thoselivinC in rural and other hip COlt areu. We believe that
th1.t plan can form a worUblc alternative to the plaD previoUily propoted by the
Commilliol1 wtuch usiped 25'1. of the explicit hip-eolt ~n. !'a1'0mibiJity to the
fedcra1jurildiction. and the remai.nia.s75% to m.Nta. We appreciate the FCC's
lJ1tention. ex~rasecl in their April 10, 1998 Report to COUll"ll. to reconsider this iJsue.

rn their May 8. 199'1 order, thAI FCC laid out a pic for accomplitbinl m. directiVei of
the Act. They de8ud a ·".dmlllk" lev.l (roqbly 530 tor raiclenlia1 cUJlDmG'l) above
which explicit universal .ervic. support would be requirllcl to UIUrC: aftbrdIble MrYice.
They also direc:ted. that a "proxy cOlt model" be dcYeloped to dlllrmin. the colt or
servine customers by "small areas of IIORbY'. such II CII1IUJ Block Groupe, W"ltI
Centen or Grieil. Costl (or cUJtamen above the btachmark level ..ould be &grI__
and recovered from ID explicit UDivenal MrVica machlnin.. Recovery of theM coati
would be ",lit into lwo picea. wid12S'~ of thllC coati recovend !om an Interstl&e fUnd,
and the rem.iaiftl 7"/, of the COltS recov" !rom ..,lntl State t\mda d.lveloped IDd
admiaistered. by I8Cb staee. The problem il thII, tor 1OIDI1tIIeI, rnoviol all of the
pruent implicit IU9POrt aad makinl it explicit woWd rwult in surchaqa which could.
themselves, threata. the buic COlIC. of affcmbbiJity. GtDenlly, the..which will
have the meat ditl!culty have sipifiCll1t numb... oflUp-eo. CUItOInen, but do DOt havo
1up low-cost urban areu over wbich to .,react tbae costs

The lHeAP pic sol..... thiJ proble by daflniq a IICODd ".,.-beacbmadr;" to idlDti ty
the "very-hip" cost CUltOIDlrt. Cosu betWeen the bMic-bencbmark (S301mollth) mdlhe
super-bll1Chmark (laY, SSOhnoat.b.) would be h-sled the same u ill the FCC's proposed
plm, with 25'1. of'm. ftm4in. rapcmtibility IUiplli to the iDIGntIta jurisdiction. and
the rem,;n;nl 7$% Mlipeel to the stateI. Co" above the super-b«lcbawk would be
aJliped 1()()Ole ro the Ultlrttale jurildiction.. Sue u,on our lnalysiJ to date, removinl
thea "sup«-hip" co. hID the UUrutar. equation would appear to level the p1&yinl
field., aDd lea... CIICh state with. morl solvable problem.

One adVlDtlll 0'.... IHCAl' pllll i. thai it Itava tM primary role tor rebalanciq rata,
definiDI the.. tor apticit support, and aslUtinl the collti!WeCl avlilability of
affordable ....wi1b t!M: people wbo know tb.IIocal custom... IIlCl the local mIIbu
best -the Sw. NPl-rs. ~ size ofd'le iDtenwe f\md i. kept 1IDI11.. by IIluminl full
support reI'pOMihility omy Cor thOM coati in excea or S501mODdl (__ would still be
rCSl'Ot15i.ble (or 75% of'tha coSU betwClll 530 and S50). Said aaodler way. tM interstatl
fimd wouJ.c1 cover 25% of'cOlts becween $30 lad SSO. ancll00% ofcUItOmc~. in
::ltC., of 5S0. Molt oftlwl customers ....ho 'Nould be elipble (or !urJdUll \DId.. the sm.J.
benchmark p~ul. and a siplificant portion of the fUndinl need. is due to cUJtoft1Cl"l
sllptly above the 530 bellcbmarlc but shy of the 550 !ul'«'-~hmatt. By leavi.al

1



) .., - ~ :, .,j - - - ~ -:. - ~. .. ~ - - -- :

respoo.sibility for :nolt of these costs ....,tb state relU~ton, they "",U be able to dcv\sc rare
rebalmcinllZldlor explicit fUndina plana ....hich art nsht for th.u rtlarketl. Thil plm also
reduces the bunlea. 011 customen in tower COlt seat., since it oaly requires them to
contributl....,oft to those customers who unqUCSt10nably will requite some sort of
UsilUD'l to retain af!brdable $CVice.

The need for-a plan like JHC.\P i. not limited. to the watan stat. scved by U S WEST.
South~ states, such as Mis.sissippi, K.emucky met Alabama, New El1Itllld statcs such II
Vermont, Sew Hampshire U1d Maine. mel Appalachiln stat. }ike West Virlima 1:lave
similar problem. with may hilh cost customers mel relatively few low cost customers.
The IHeAP l'lan hu been dcnllled to beDefit all AmeriCIJU.

Low.. colt stata aLso benefit &om !HeAP for two reuon•. Fitst. all stateI have some
cUltem.. who are costly to sctYe. The tHCAP ftmci will suppon vfIfY hip cost
cUltomc:n in all nat•• recluciq the size of thl problllll tba1 each state mUll da1 wi1l1.
Second. cUJtomcrs in all ueu of the country _.at hm ubiquitoUlICC" to all people
ancl busin.1eI nationwiclt. Hip co. ancS rural arell PO'" .cultural, eatrIY aDd
recreUioaal resoute. OIl which urba areas dcpencl. Rural area COIltlift maay customll'l
(or Soods and s~c. proclucld. 111 utbID ataI. IHCAP .... at!otdable IIMce for all
American.. consistent with the cliI'=tivtI of the 1996 Act

2
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JOEL e. LUBIN

AT&T Qovemment Affllra

2•• N. M.... Av,nut
"oem 141283

...kin, "ICS,., NJ OTtn
Tel: (101) 221·7311 flu: (101) 221-4121

Joet e. I.ubin il Regulatory Vice Presid.,t in the I.aW Ind
Public Policy Orglnizatlon It AT&T. He i, ,.."Sibt. for
d.v.loping PUQUC pelley It tne Fed••llnd Stat,I'VIII. In
~Irttcullrt MI formulatt' regulatory pdlci.. lucci,ttd wnh
acceu iIlU", universal HN~, loc.I exchlnge
ccm~ltition and LEe regulation.

F'rior to hia pr...nt _lIignment, Joel hlld vlnou. politio"s
in FIdlral Aegulltory, Marktting, service COlt and Aat_,
Long Lin,. Ind eell Telephonl Laboratori...

JOII received a SA dtg,.. in Mlthemattca from Wilk..
College in 1.1, In MS in Operatio"1 R....ren from
Columbia UniY."'ity in 1972, and an MBA from Fordnam
Univlt'Iity in 1111.



0C Jocket 95-45, 97-~SO, ~.d :A 98-~:S

EXECUTIVE S(j~MARY Or .~ I & I .~ V~t· rt<VnJ»r'6

1. Local service revenues a/o", cover aU universal service costs In the vast majority of the

major non-rural LECs' (the RBOCs, GTE. and SNEn study areas. And this holds true

without even counting the numerous other sources of support they have avallable such as

intrastate toll services, yellow pages, and wireless services. These large LECs do not require

arry federal universal service support under present conditions. Therefore, regardless of what

fund distribution methodology. the Commission ultimately adopts, it should immediately

cancel aU federal payments to the major non-rural LECs until these LECs can show that the

contribution they receive from the revenue sources that they enjoy due to their position as

incumbent local monopolists has fallen below the forward-looking economic cost of

universal service.

2. Under such cin:umstances it would be especially ironic if federal USF support to nonrural

carriers would increase on January 1, 1999. Yet this appears likely to occur if support is

calculated on a wire center or below basis. Not only will such a mechanism needlessly

increase the size of the USF by allowinl these large carriers to receive substantial payments

for their minimal numbers ofbiah-cost wire centers, but it also will allow these LECs to bank

as pure profit all of the above-cost revenues that they receive from their lower-cost wire

centers.

3. Because significant increases in the federal fund are not needed for universal service

purposes. And because such increases would retard the development of local competition.

and would damage both political support for the fund and its ability to be competitively



J:':~:3: f:S-~3, ?--~:I~', ~-d =~..

neutral. the Commission should calculate universal service support on no riner ~han a study

area basis.

~. In addition.. the Commission should consider deferring implementation of the new system.

The asswned predicate for the new system was the widespread development of local

competition. but such local competition has not yet arrived. L'nder these conditions.

implementation of a new plan is not immediately necessary and. lndeed. would be

counterproductive if federal funding increases as a result.
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SPRINTS FEDERAL UNIVERSAL SERVICE FUND PROPOSAL

r. Existing, implicit subsidies must be elimt.nated. To the extent that
subsidies are required, they should be funded through an explicit,
competitively neutral tJSF.

•.. The elimination of explicit subsidies is required by the
Telecommunications Act of 1996

• EXisting, unphClt access subsidies:
• are not competitively neutral (only lXCs/toll users fund

subsidies);
• thwart facilities-based local competition; and
• uneconomically and inequitably burden long distance UHrs.

II. Principles upon which the federal USF plan should be bued:

• Su",ort thould &, &.11,11 Oft fOrwdrd loolci.., COft.

• Using a forward-looking cost methodology as the starting point in
calculating the support amount is appropriate since it enables the
Commission to amve at a rate that emulatls competitive market
conditions. Facilities-based competition will not develop unless the
sum of revenues and subsidies is predictable and accurate. Using
forward-looking costs is the ,only way the marketplace will send the
correct signals to potential entrants.
• If costs are under-estimated, that will artificially attract

inefficient entry that should not occur.
• If cosu are over-estimated, that will di.tcourage efficient entry

. that should occur.

• F,ar., USE slto.dll fl. " ,,,,ti~..,,,fvtuj, fI..... 011 botll st,," "".. i"tent"t.
rlt"i' Nfl"'.'
• The Commislion has stated, both in its May 8* Order and in its recent

Report to Congnse, that Section 2S4 grants it the authority to create a
natioftal fund made up of contributions from intrutate as well as
inIIaItate revenues.

• In order to ensure competitive neutrality, as well as sufficient support
Row between states, a national fund is not only reasonable, but
eslintial

• To ISlesI USP contributions on only interstate revenues would
effectively exempt ILECs from contributing to universal service
support.



• WMN " cost-bllsed ratt might bt considned prohihiti'D', th, !,dnal
b~J'1csllould b, bastd on the maximum affordable local J,",'C, rat,
• Since the benchmark IS tntended to be a measure of "affordability" the

appropriate standard is the basic local service rate, not average
revenues.

• Income! considerations should be excluded, since low income
households are addressed directly through the Lifeline/ Link-up
programs.

• The federal benchmark rate should be set at a level representing the
maximum affordable local service rate - a rate which is considerably
higher than the below-cost local service rates that exist today

• r"."lematAtiort of tla, plart should h, ,,,,,rtu. ",ut,.l at it. irtCqtiON
• Any new USF funding (Le., funding in excess of current levels of high

cost support> to it company should be offset, dollar-for-dollar, with
reductiON in access charges

• US, fug obligAtiO'" should b, ,,,ov,,,ti tltrou'" .. surda"", 0.. tfUl
usns' mllil cltll"".
• The end u.ter surcharge is the key to any workable US]: plan. Without

it, competitive neutrality, both in terms of contribution levels and
recovery, is a virtual impossibility.

• Because implicit subsidies exist today, end users are already
supporting the universal service fund. Consequently, the removal of
these implicit subsidies, replaced with the explicit surcharge, will not
result in an overall increase in consumer charges.

• In its recent order regarding Local Number Portability· cost recovery,
the Commisaion found. that it was appropriate to allow LEes to
recover their LNP costs through a monthly end user surcharp. The
Commission should apply the same reasoning to USP cost recovery.

• St.....Ira to ..", i..trutllt, USF ",..., if tlwy iU.i"
• Employinl a lower benchmark affordable rate, the state plan would act

.. a safety net for those areas where the federal benchmark rate may,
in thI state's opinion, prove burdensome.

• FuncliJ\! for state plans must come solely from intrastate retail
revenues.


